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PREFACE 


An attempt has been made in this broohnre to 
deal with the pressing problems which we have to 
consider m formulating an industrial policy for 
India The two-months old Government of Free 
India is saddled with a number of issues surprising 
m number and bewildering in their variety Every 
one now says “Industrialise or Perish ’ IVe have to 
remember that while we have to industrialise the 
country in order to provide for the many sided 
development the country and reduce the pressure 
of population on land, at the same time, the 
problems associated with it have to be considered in 
tboir proper perspective In the matter of tariffs, 
foreign capital, labour unrest, or location of 
industries we must evolve a correct poncy suitable 
to our needs of this brochure helps towards an 
understanding of these problems, the author feels 
that his labour is more than repaid His thanks 
are duo to the publishers, for expediting its 
publication 


Bajkot 

Ocf , 24 , 1947 


RV Rao 



CHAPTER I 

TARIFFS AND INDUSTRY 

While England's ind other oountnes, the 
problem facing them is one of developing exports, 
our problem is to expand industrial production and 
diversify our national economy The policy cf 
induotrial development, through protective tariffs 
cannot be legitimately objected by any body on 
the plea that, it runs counter to the principles of 
the Draft Trace Convention After all onr aim 
IS to create don estic equilibrium, raioO the sub- 
human standard of living and volume of employ- 
ment and finally to ensure a stable expansion of 
trade ^ We often hear a lot about equal aeoess to 
raw materials and markets but very little is said 
about undeveloped countries and then right to 
equal access to the capital goods of the world. 

I As the Leagae of 'Nation': pahUcation on International 
Cutrency Expenence obseriea ‘It is only under cond tions of active 
home demand and full dotnesu emplojinent that countiies can be 
expected to welcome imports and to regard their exports not as a 
means of providing employm nt but as an in-vitable cost of the goods 
desired ” 
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One can unJerstand the anxietj of the indn*- 
trially developed countries to have raw niatenah 
and markets But from the point ot vieu of social 
justice in international economic order, the demand 
of the econoroiealiy baoknard oountiies to haie 
capital goods for their economic development ehoold 
also receive equal consideration It should not be 
forgotten that, at present the power of any nation 
depends upon the industrial development of the 
country and upon the capacity of the government 
to satisfy the growing needs of the people The 
ordinary postnlates of international trade do not 
apply in a world that is entangled in a maze of 
tariffs and trade restrictions 

That is why it i® rightly held that the primary 
aim of international organisations and plans is 
“the fuller utilisation of natural resources and 
maximum employment of man power with a view 
■to expand pioduotion and raise the standards of 
living of the people throughout the world and 
especially the economically underdeveloped coun- 
tries' A time has come when in the interests of 
international peace, the more advanced countries 
-should even undergo eoine sacrifice for the common 
good i’o Ignore the varying levela of economic 
development is to create not uniformity but ineqm 
table conditions leading to exploitation of backward 
jsountries. It should be remembered that, undeve- 
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oped eountne? waiit to bays diversified economic 
life so that the pressure of population on land can 
bo redujed Indeed, ludustnaUaation increases the 
purchasing power of the agriculturists as much as 
awriouUural development supplies the necessary 
markets for manufactured goods It is rightly 
pointed out that in the case of essential industries, 
the slogan ‘national self sufficiencj becomes a 
duty' It 13 often forgotten that trade depends, 
upon the purchasing power of the countries even 
more than tanff;^ to some extent 

It does not require an argument to in any 
pltu for the economic development of India, 
industrialisation OGcnoies a prominent place because 
it 13 only in this way that we can have a balanced 
economy for India Further, the prea are of 
population on land can be reduced o Iv by this 
way "We ean promote not only the investment 
habit but also inorease the national income India 
can no longer continue to remain a predominantly 
agrijultnral country The arguments for perpe- 
tuating an economic organisation based oi* purely 
agriculture are losing ground. Indeed, we need a 
many sided development of agnonltute aud Indus 
tries, properly planned and executed In this 
connection, we should not forget our natuaral 

* ^Det»5 are g Ten n Jiihn Uathai s Tariffs and 1 custry pages 
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resources and the home market for our manufac- 
tures It may also be mentioned that a highly 
industriahaed India will he true to the traditions, 
of the histono past and does not try to exploit the- 
interests of other countries 

Thus, it has been shown that industrialisation 
IS a matter of great importance to the eccnomio 
progress of Xudia Tariffs, as a means of assisting 
the development of industries require close 
oxamiuation. Commercial pohoy is an integral part 
of economic policy It is rightly said that expansion 
of trade is the key to woild peace and highei 
standard of life In other words, there should ho 
a rstiona economic poiicy in any scheme of inter- 
national economic oo-operation The State lu India 
has failed “o far to hi\e a dehnite eoonomio poho3 
in keeping with oui needs The tariff pohoy wbiuh 
is an instiument of commercial policy was till now 
a ‘melle^ of moongruities and me jnoi^tencies' 

II 

Tariffs and their place in Modern Commercial Policy 

Some people are opposed to tariffis and talk m 
high terms about international eoonomio oo-opera- 
tion based upon free trade Now that ours is a free 
country, it is bettor we consider the economic 
history of other mdustnal oouotnes and profit by 
their expenenoe A ngrreus policy of protecting 
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borne indn^tries has beootoe the rage of the modem 
-world and the prospects of free international trade 
do not seem to be bright. The problem of ludu'-- 
tnal protection u of paramoant importance to ns 
Predenoh L st (18111 observed that economic laws 
nro relative to the stag© of eeoaomio deielopment 
of a particular cointry and that commercial policy 
fcbonld be based upon the stage of economic 1-^velop- 
meat. His was a powerfnl plea for a protectionist 
policy His view was that when any nation was 
leached a high stage o' progress. Free trade was 
best bat sneh a pohej failed to give the neces'jary 
c inditions for the development of countries which 
had the requisite capacities but was backward ** 
^one oouli hav-* expected lu 1870, that by adapting 
a policy of protection, it wonld become the leading 
■economic power in half a ceutnry Thns, List 
ex-'rcised a powerful lufluencB in shaping the 
commercial policy of Germany 

There has been in recent years, an economic 
■war, the -stage being shifted from the battleheld to 
the sphere of trade and commerce * Indeed, a 
moderate policy of protection has helped the most 
> -efftoient utibj>ation of natural resources of several 
conntrie-^ Thus, tariffs have b-gua to play an 


3 W Cnnn«t)£;ham The Rise and Decline of 
llovement Paye S8 

J H M FindJaj rniain nnd'r Protection Pa^e 216. 


Tra 
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important part in determining the flow of inter- 
national trade 4s Mr. Fetter observes, “The 
tariff IS importint as a public issue today, not as % 
prob'em in the raising of revenue bat as a problem 
in the use of the power of the state to direct 
economic life* ^ 

No country now agrees to allow its essential 
industries to be subjected to unrestricted foreign 
competition It is rightly argued that the problem 
before us is the reconciliation of the claims of 
the various countries for self suffieienoy with the 
equally important need for raising the purchasing 
power of the people While a country should 
oo-operate with other countries, still, tjiere is a need 
for following the tariff policy suitable to our needs 

III 

Need for Protectionist Tariff 

The economio arguments for piotection may uow 
briefly be stated Nascent industr es can grow to 
their full stature ouly by this method It is true 
that, protective duties may first increase the price 
of manufactured goods but in course of time, goods 
can be produced cheaply at home *■ The ultimate 

5 *■ W Fetter The New Deal »nd Tariff Pnl cjr Paee i 

6 F L t 'Na(ic.j)j) *;)stem of J olit cal Economy J nge 111 1/5 
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gam makes up the immediate loss * We ueed not 
examine here tariffs for revenue and bargaining pur- 
poses as we in India are not interested in snob Oars 
is a struggle for existence It is needless to mention, 
that a full and fiank discussion between the variou> 
countries will remove a lot of misnndeistanding in 
the commercial relations of various conntne'J 
Further it leads to diversifijation of our industries 
wh’ch 13 of paramount necessity to us in India As 
long as m ISSO, The Famine Commi=siou suggested 
diieraifieation of occupations through which the 
surplus population might be drawn from agncultnra’ 
pursuits and find means of subsistance in manu- 
factare*.^ Indeed economic protectionism is 
directed to no other end than the securing of the 
domestic market to the businessman of the country 
by political means ® Professor Harberler thinks 
that agricultural countries arm themselves with 
tariffs to be u-^ed as retaliation against industrial 
countries.® 

Cntios of economic protectioui'm argue that it 


• Pigou j» b s Protectjojj ord PreferencaJ DuIjes ngbt)» ob»er»c> 
that a nation Uk« an mduidaal maj be well advised, at certain stages of 
historj to d »pen«e with the present wealth for the sake of either educa 
I on oi insurance See also Bastablo The Commerce of Nations 
Page ISS 

7 •'ir J C Co}a]e<* Indian Vi-scal Problem Page S 

8 J Grunrel Econora c Protectionism Pag* 132. 

9 Harb »ler The Theory of International Trade Pag- 
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in\olves lo'-s to eoasumer* They say that tariff 
IS the mother of trusts and combinations. 
It leads to stagnation of Industry. They also 
refer to the danger* of political ooiruption 
Finally, it is argued that tariffs aie a danger to 
world peace ^ “ However, it may be said that protec- 
tion is the purgatory through which the nation 
iBiist pas® before reaching the heaven of well- 
developed industrialism. We should not caie for 
minor losses, provided we get maximum gam 

IV 

Problem of Tariff Policy 

The problem of tariff policy has again come to 
the forefront and there is a certain* amount of 
truth in the saying that our taiiff policy shoold, at 
leas for some years to oome, be protectionist It 
IS lightly said that if wo dense an appropriate 
tariff policy, it can safely be used as a ‘ weapon m 
the armoury of planning It is agreed on all sides 
that protection n the common mean* adopted for 
the davolopment of Industrie* By protective 
tariff, {.we mean ‘ impoaiog ot import duties on 
foreign goods for a definite peiiod ensuring the 

• Dr John Mathai says ihat they are rnosti) borne by Ihe mere 
vrell to do classes iU the country Tariffs a J Jndu«(ry Page 14 
13 The Report of the Ind an FJsca! Comn is ion ( Para 86 ) says 
that owing to the predominance of the rural cld<'e» su h a danger $ not 
£o seriou. 



■home maoatcies freedom from foreign eompetitioii 
for that potiod and atiracling indigenoug enterpn-e 
in that industrial field” ), Amencan and German 
industries developed under high tariff walls Even 
England, the classic home of free trade, had to go 
protectionist during the early thirties of this 
oenlnry in order to recover from depression although 
words IiLe ‘safeguarding’ might have been u'^ed 
Protection i«, indeed, an accepted method to bring 
about an industrial development 

For a long time, the principle of free trade was 
forced upon us which provoked lu wrath of Indian 
Economists like Eauade. One of the aorry and 
bitter chapters in the Indo«British connection has 
been the conflict over tariff policy 'When 
Britain herself gave up the policy of free trade, 
the policy of di-jcnminating protection was thought 
•to be good for India 

Indian opinion feels that, fuU protection alone 
will be a panacea for all the economic ills of the 
countries Its danger* are reallj’ exaggerated and 
costs magnified The Fiscal Commission reeommen' 
ded for India a policy of discriminating protection. 
According to this policy, protection to each and 

it For over 53 Tears India was Compelled to follon a p» ic> of 
free trade for the benej t of it e Fritish industrialist and in opposition 
to he WKh”* of people Dr W Canmngham The case against Free 
Trade, Page 87 
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every industry should not be granted inducrimipa 
tely but each, case sKould be eousidered on its c«n 
merits so that the dangers inherent in protection 
and the sacrifices involved may be balanoeo 
Even though several industries stood to gam as 
a result of the Government adopting this policy, 
still one should say that it was not an adequate 
polioy The eonditions imposed were (i) the industry 
should have natural aJvantages such as the 
availability of raw materials home markets, etc 
(ii) the industry shoul 1 show that foi its development 
protection zs indispensable and finally (in) the 
industry must be such that it needs protection onlj 
for a temporary period and that ultimately it will 
be able to stand on its own legs I'hs Fiscal 
Comcaisswm roeommended the appointment of a 
Tariff Board to consider the claims of eaob industry 
for proteotiOn and to make suitable reaommenda ions 

Working of the Principle, 

Even though fifty industries were given protec- 
tion and even though they made gOo 1 progress 
several people rightly <„riticiso the poUoj 
as “all discrimination and no protection” The 
conditions imposed -were very stringent Under 
the conditions that the indistry should have 
abundant raw materials before it could claim 
protection, glass mdustrj nas not given protection 
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b^oause soda ash had to be ^ot from abroad, a 
commoiity "whioh was later produced lu India 
Itself There were tustaueea oE protection being 
withdrawn on the plea that the industry was not 
well organised The non-discnminatvon clauses 
have also helped the development o*^ indnstries 
With foreign capital and the Match Industry is a 
good example Really speaking it was the Indian 
Match Industiy that was meant to be protected 
That 13 why Prof B P Adarkar observes "the 
discriminating protection in India has vouchsafed 
nothing better than a perfunctory assistance 
ludiflerently and grudginglj rendered to industries 
wli036 snbseq^uent development has been left to 
take its own coarj,6 ’ The policy of diseriminating 
protection did not indeed yield fruitful resnlN 
The reason is that the conditions laid down were 
anomalons and ^eve e Very few industries even 
in foieign countries can satisfy all these conditions 
anl they would have hardly thrived if those 
countries had adopted sneh principles 

Punher the working of rtd hoc Tariff Boards 
of the disoiirainating protection era clearly show 
that eftective and timely help could not be rendered 
to the industries The members are appointed by 
the irresponsible executive and people who ‘ bask 
111 the official sunohine cannot be expected to take 
an independent attitude ’ For every industry, a 
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asw TAnt^ Boarl is create*! In some oases, the 
industry may be dying but no immediate reliof 
ean be giren notJer the statutory limitation? In 
s>omo cases the recommendations of the Tariff 
Board were even turned down by GoTernment 
Several industries like automobiles ship-buildmg 
electrical goods, etc require nroteotiou but their 
cage could not be oonsidered 

If we iirst consider othei" countries liko Australia 
or the USA, we find that there are permanent 
Tariff Commissions which have done much for the 
industrial development of those countries 

We must not fail to remember that economic 
uolicy is now becoming intensely iiationalistio and 
the exieting policy has become out of date and 
leeos revision After ali, India fulfih all the 
requirements what Pigou calls ‘ a backward 
agricn tural country mshful to develop manu- 
tieturea The prosperity of U^ A , Germany, and 
other «ountriBs is attributed to protectionist poll lee 
Thus discnminate protection of a piecemeal variety 
hardly meets our needs What is needed is a 
comprehensive visuaiisatton of our industrial pro- 
blem as a whole 

The correct purpose of an industrial policy is 
to break this vicious circle Protection of Indian 
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induslnes must be regarded not as an mstriiment of 
ladastrnl polioy but as one pssistmg the economj 
as a who e Prof AdarUar says that it ’s from this 
point of MOW that a full-fledged system of protectioiif 
uhioh does not make a nise calculation of burdens 
has iminensa utility to Indian economic structure 
A time has come whtn Free India should no 'onger 
adapt >*elf denying ordinances AVe must have a 
more forward policy intend 6 to give employment 
to our teaming millions 

Indu trial policy rightly conceived can be a 
potent influence for national economic planning 
Self tuliiciency is forjtd upon India bj a Tarifl 
made nord More than evei betore, there is a 
need foi the r orientation of oni inoustnal policy 
frontal attack on un-iitilised reoonices and solving, 
the iidule of Indian poverty 

The National Government should not have a 
lorwanl policy of indust lal development Man^ 
of our ndubtries do not stand in need of protective 
tariffs In «o far as international trade is concerned, 
India should have its right to develop its key 
Indus Ties snffioienk for a county of her uize, popu- 

12 n P Atbrkit Fiscal Pohcj of India Page 413 According 
to 1 CD Ind an Ta iR Pol cy 1 as been a tnedlej of incongfuities formu 
latcd an 1 worked to the otter neglect of national needs and aspiration^ 
India has alt along been made to follow a commcr lal p>clic) inconsistent 
with her e«.o*\emi needs 
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latioa and resouiced It is unfortumte that, too 
htt!e attention is paid to underdeveloped oountnes 
We should not allow oar ease to go by default 
Very soon there is bound to severe competition 
Our anxiety should be to choose a polioy which will 
not ]6opordi3e our lutere^ts and at the ^ame time 
dislocate world trade Taking it fo granted that, 
there will be drive in the direction ot indnstriali- 
aation, we must know that the chief bottle neck 
18 capital goods which we have to get fiom abroad 
If we are to secure a proper balanco between agri- 
culture and industry, we have to depend hpon 
import of capital goods The cost is bound to bo 
in excess ot our credit During this peiiod, we 
have to lestiict import of consumable goods which 
we can produce in India This will enable us to 
conserve our exchange resources for the puiehase 
of capital goods It is needless to mention that 
our primary anxiety should be to establi&h key 
indastries which go a long way for furthei nidus 
trial development and those should be protected at 
all costs It does not mean that we should not 
have international ecouomie outlook After alt, 

13 The new import pjhcy ol the Govt of lid a «h ch came m o 
force liom July 1st is a pad the (five to conseive Inti a » foregi 
excl an"e resources by resir cting the impart ot non essential consom r 
good. It does not restrict the import ot cap tal goods wl cli are defined 
as an) plant worth more than Rs 25 000/ • 

II The Australian Tariff Board considers it necessary to burden 
the community permanently with high protect on for i idustries essei 
ful for nat onal security 
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ont interests and woild interests can easily be 
TeooQoiled 


■VI 

Mechanism of Protection 

We want a permanent tariff board so that there 
can be eonsistenoy of dieision and continuity of 
policy The ad hoc taiiff boards were sufloring from 
several handicaps which include narrow scope of 
fnnctions, uncertainitj of tenure, lack of initiative* 
The new Tariff Board should have a new overlook. 
The functions of the Tariff Board should also be 
widened and it should be authorised on its own 
initiative to inquire into the condition of ludusiiios 
Prof G W Yakil rightly ob'ierves that the Tariff 
Commission should be permanent and make a 
■eoutinous study of problems of trade and industry*' ^ 
He suggests that it should consist of five persons 
who should be economists, persons with experience 
of commerce and industry or technical expert® 
^fter all economic policy is a technical affair 

YII 

Conclading Observattons 

The Government should annonnoo ling term 
tariff policy forwith India should make it clear 
that in any international trade agreement, she has 

U Ajtide m Ltbetl; N amber of National Standard Page $ 
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to make her own taiiff arrangements. She should 
hare hei own right to legulaie its fiscal pohcj and 
pioteet her n ascen t industries. Industries like Iron, 
and Steel ate of great neeessity for detenoe as well 
»s the well being of the people As Sir Sbantcukham. 
Ghetti observed “we can not subscribe to the 
doctrine of lowering the tanfta if India aspires to 
become a great industrial country ” We do not 
want to proteotive tarififs either as a bargaining 
weapon oi to be used ludisciiminately What we 
want 13 domestic equilibrium The true ba^is of 
protection for India is the many sided development 
ot the people Alter all, India is s nflen ng from 
the evils of an unbalanc ed eco nomy The key 
industries which help to develop our industrial 
potentialities and industries which give high em- 
ployment should be protected India inhabited by 
one fifth of human race can be of tremendous value 
both to hprself and the world if develonment 
proceeds on lines best suited to her own conditions. 



CHAPTEE TI 


FOREIGN CAPITAL AND OUR INDUSTRIAL FUTURE 

The luilma ilereh^nts Chamber did well in 
expressing its deep concern over leports about 
arrangements for the development of Industries 
in India on the basis of agreements entered into 
wuh foreign indu'>trialist<> for participat on both 
in capital and management and in other directions 
It rightly pointed ont that the general featoie of all 
*'uch experiments is that foreign intere^t^ are 
allowed a share in ownership, control and manage- 
lueutof such undertakings, a development whioh is 
as unhealthy as it is likely to have far-reaohing 
repercussions in future It is good the 

Chamber urged the Go\6rnmBnt to enunciate their 
policy lu regard to this vital issue An at empt 
will be raa le in this chapter to deal with the pros 
and cons of the problem 

It IS a matter of common knowledge that the 
effimencj au 1 size of the productive orgamzatun 
depends noon an a lequate supply of capital which 
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determmeg, so to speak, the productive capacity 
In our country capital is of two kinds iiidigenoiia 
and foreign TI;ougb, it is a matter of great regret 
that, the exact estimates of foreign capital are not 
available, still tve can say that it preponderates 
Professor B P Adarkar observed that it could bo 
anything between 800 and 1200 Since the Indian 
capital was suspicions because it v as not sure of the help 
of the Government, foreign capital came to invade 
the country in the -shape of loans and investment 
The former is not bo dangerous as the latter because 
the latter is more often accompanied by control etc 
It IS a good sign of the times that Indian econo- 
mists have begun to take exception to such capital 
and the present Qonditions make us to consider the ' 
problem and its effects upon our economic life, so 
that India may uot stand to lose in the post war 
world It IS hoped that the Eeserve Bank will 
collect statistics relating to foreign capital 

The parallels between the devilopment in the 
spheres of Foreign Capital in China and India 
cteariy sAow tfiat' unfes-a ws eonsiu’er (his pwd(em 
and take adequate steps the industrial future of 
India will be dark Pay by day are we getting more 
and more instances of collaboration between Indian 
and British industrial combines as for example 
the Birla Nufiield Combine for the raannfaclure 
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of motorcars, the Tata-Imperial Ghemioal Industries 
eeheme foi the setting up of a dje-stuffss industry 
in India and host of others whioh are slowly taking 
plaoe and coming in close anoees^iou These may 
be innocent looking on the surfface and are generally 
supported in the name of industrialization. A. 
little thought will make ns feel that m all these 
cases, the true interests of the people are saonhced 
to the interests of the few Such arrangements 
are likely to strengthen our economio fetters. It 
13 high time thit we realize that we want to plan 
the economic development of India for glory and 
not bondage and that we should not mortgage out 
industrial future 

It 13 a pity, aetails are not available for public 
disi^nssion and it is high time that the industrialists 
realised their respousibility to the public and 
explored the pros and cons of the question When 
the Government sponsored delegation of the Indian 
indnstnalists was tonring in England and the USA 
it was stated in a section of the Indian press that 
* Their objective was to bargain for terms with the 
indastnaUsts and manufacturers of those conutnes 
for the joint exploitation ot India by foreign and 
indigenous capital.” When this matter reached the 
notice of Mahatma Gandhi, he came forward saying 
that they should not enter into such a shameful deal. 
The concensus of opniion was that control of Indian 
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Industry directly or indirectly by foreigners ahould 
be refused if it was a condition to grant of conce» 
sions and control to foreigners The resolution 
passed by the Congress Working Committee repre* 
sents the same view and it is really strange how^ 
our industrialists have not considered the problem 
in its proper prospective 

Dr. Loknathan who accompanied the delegation 
in a recent broadcast from the All India Radio, 
Delhi observed, ‘^The terms of eo operation which 
we have been prepared to offer are found to be not 
suflfioientiy attractive we would also allow 

some finanoial participation bj British and UbA 
capitalists provided control and management are, 
retained in Indian hands But they say that unless 
they have a determining voice in the maiutenanre 
of production standards and the quality of goods 
that are manufactured, their goodwill and repu- 
tation, built after years of toil would suffei How- 
nvei, there aro some who may be willing to enter 
into participation with India on a minority ba«i« 
The proposed collaboration, the present writer feels, 
will lead to the domination of Indian luteie-'ts by 
foreign luteresto India has to guard herself ngainat 
the dangers of foreign concerns taking shelter under 
protection and c^tali'ishing in India as “India 
Lvtailed ’ The Bombay Industrial and Economic 
Inquiry Committee was oonsfcraiuo j to remark that 



[ 21 1 

the eoaipatiUoD of lQdi‘\ Limitel is a very real one, 
A.S they observe “If tnese large foreign ooncerns 
are permitted to establish themselves •without 
(^reasonable and effective limitation,” our industrial 
policy to encourage the establishment of small 
concerns would be frustrated, '^^hat a pity it la we 
are not yet alive to the menace of “India Limited”^ 
and that we have not jet realized that self help is 
the best help If we are really anxious to start new 
mdustnes, better we import foreign experts 

Even the Fiscal Commission observed that 
foreign capital i-< distruste I because non industrial 
interest’', if is fearel, would work under the shelter 
»T)f protective policy and work against the interests 
of the couatrv * Pn ther, they would refuse to 
give opportunities to receive the necessary training. 
Such capital brin s along witn it manv economic 
an 1 political di-»abilities Unfortunately the 
majority ooinion was in favour of foreign capital 
Bat the minoritv opinion in their minute of di«sent 
pointed out that we should not mix loan capital with 
ordinary capital and the conditions with regard to 
foreign capital invented in Indian concerns shonld 
^ba (D the comoiuy should be registered m India 
with rnpee capital, (2) there shonld be reasonable 
propoctieu of Indian directors on the hoard and 

• It IS g nfrsU> tele that the ad»aitage of protection to the nai qn 
» uH be l»tgtly can elled if foreign c.pital and ent rpriae were 
allowed with at h airaa and tak <ehtter beh nd th* tafiK wall 
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(3) reasonable facilities should be given to Indians 
for receiving the neoe«sary training 

The same problem was considered by the 
External Capital Committee in 1926 and it observed, 
“Where investment of foreign capital carries with 
:it the contiol of an undertaking, we consider it 
reasonable that, when Government grants particular 
concessions to the industry, it should exercise such 
control over the undertaking as will ensure that the 
benefits of the concessions accrue primarily to the 
country “ It is really unfortunate that none of 
the e recommendations were implemented On the 
other hand according lo the Government of India 
Act 1935, British companies carrying on business 
in British India are entitled to subsidies to the same 
extent as o mpauies incorporated in British ladis, 
In other words, we cannot discriminate against 
uoo-Iudiau interests 

Mam Arguments Against Foreign Capital 

It may be pointed out that the mam argument 
-against the use of foreign capital in India u that 
it draws awaj and out ot the conn try ihe profits 
from year to year which will be utilized for their 
o 1 a development, bub it it is in Indian bands, the 
profits cm be used for Indian economic develop- 
ment Further, flag follows the trade and Lgjpl 
and China also suffered on this account It is also 
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■said that there la not mneh oi differenoe between 
exporting raw materials and the utilization of these 
raw materials by industries inside the country 
coutroUed by the foreign capitalists The only 
difference is that they employ a few Indian hands. 
The foreign elements thus exhibit the cheap Indian 
labonr and take away large sums of money in the 
form of dividends One need not say that foreign 
capital has not done any service to the industrial 
development of India The foreign capitalist no 
doubt bore the losses m the primary stage and has 
added to our national wealth The only point is 
that we have had a bitter experience of it and jf 
wo need foreign oapitak we should obtain it by 
borrowing it fiom abroad instead of allowing others 
t o exploit our resonrees thereb y tolerating the 
e conomte penetration of India * | We can easily take 
foreign capital as Joan as no foreign control takes 
place On the other hand we can employ onr 
natural raiources to the bast of out capacity The 
consideration that should guide u^ are the return on 
■capital and the rate of interest Foreign capital 
without foreign management and foreign eoatiol 
are really conducive to the economic well being of 
the country For example, the Dominion of South 

*lrtdia in companion Japan ha« sijfiered from the 1 nutal on 

lhaihei u«e ot imported c»pi al has carried with it outs de confol 
over ibe choice ol investmetsu and hence oter the Reneral trend of 
deielopm ht Q E Hubbard Eastern I idostiraliMlion and itc 
Sffecis on the W est p * 73 . 



Africa has practically liquidated all British holdings 
in their gold mines and there is no reason whj 
India should not follow suit 

In order to hasten the pace of industrialization 
and shoitening the period of consumer s sacrifice 
and for having the required capital goods, it je 
that we may take the help of external 
capital This can really be borrowed only as a loan 
on equitable termo 

A studj of the well-marhed tendencies of the 
present times clearly shows that we will not be 
able to get sufiFicient supply of capital goods so 
easily Further, the foreign uiduatnahsts are 
auxioua foi partnership but the present writer foeN 
that on anj day we should not allow this paitner- 
ship because unequal combination is always dange- 
rous to the veake'' side 

In the meanwhile let oui industrialists realize 
that the foieigp capitalists have understood that 
the da3s of then exclusive privilege to exploit 
Indian leaouiocsand markets aie over and theieforo 
there must be a new policy and the new policy is to 
make friendship with their Indian counter-parts 
and to as'ociate them with coucerns which will 
really be Indian m name and foreign in outlook. 
^ot oulj thi^, they enjoy State protection agairst 
foreign competition There is no abort road to 
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buecess. Oar indsntriaiists hare got to take a 
decision and it is to bs «een "what their dtcision. 
irill be * 


Hussain Analog Quoted 

In the meanwhile the best plan would be t& 
utilize our sterling acoumnlations for the develop- 
ment of our pnblio work's and the provision of social 
services For the nationalizatiou of key industries 
and the developmant of public utilities, can 
borrow raouey in the money market In other 
wordo, we can adopt the system of low interest and 
long term loans abroad Let us not forget the waj 
111 whioh the Russian'' conid finance aW thcir plans 
for econoinio development They did not have fixed 
capital in the beginning, nor did thev expect any 
aid from abroad Profe'= or& Wadia and 

Merchant point ont 

'Its modern economy has been bunt op out of 
production goods rendered possible by hmiung the 
con«utnptiou of the massjes and involving heavj 
«:acrifiee 3 upon the people for a period. 


• A Oaftdhij said in 1915 * I5 5 me^hanu cap ta1i»ts ,nda tna 

I «t» and others, 'peak, and wr te aga nst xhe Govetameiit bat tn action 
do IS* )> ard even profit ihroush it— atlhooob )>e profit mav amount 
to ta> five percent agiir«t the Goremm-nt s n cety fi>e • It is higo 
in ewe tale a census of lortign cap tal in Iidia- It i» e-od the 
Ea tern tconom sts referred to this need in a recent issue and it i« 
hoped pnbic opinion will assert Gandhlji a warning to the 

Ir lan indu tnalv Is too is rerj- tmely 



[ 26 ] 

There is no reason why India oaniiot adopt the 
same methods in j946 when Hussian could do so as 
early as in 1917 We may have our ideological 
difieronoes with Bussia but we can certainly adopt 
"then methods provitfed they are good and in the 
interests of the masses 

Canclusion 

Thtfs for the industrial development of India, we 
may require foreigu capital, technical and assistance. 
The point IS that ue must secure them on terms 
best suitable to us and which conform to accepted 
Ijusiness and commercial principles Further, they 
mast be amenable to our control The resolutions 
Adopted bj the National Planning Committee on 
this eubjeet are both timely and dignified The 
committee while appreciating the need for the rapid 
industrialization they are that many of oor indus- 
trial, mineral and other concerns are dominated by 
foreign capital, control and management They 
have entrenched themselves on the soil by adding 
the words ‘India Limited ’ The National Planning 
Committee observed, 

‘In the case of key industries, involving the use 
of secret processes, which would not otherwise be 
available to the country, foreign participation in 
ownership and management may be permitted, 



subject to the approval of the State under eertaia 
•conditions,” 


There is no attempt to drive out of the nrmnt ry 
foreign enterprise and in the case of indnstriP5i^ f 
national importance no foreign-c apital should b e 
allowed to be invested This is perfectly a sane 
attitude, because in the new economio order, we ean. 
not allow the cosmopolitan financiers to undermine 
-our economic progress. 


CHAPTER III 
LABOUR UNREST IN INDIA 


Recently Pandit Jawa ar Lai Nehru, speaking 
at the Delhi Provincial Politioal Conferenoe gave an 
acoonnt of the Xabour troubles m the country 
While admitting that there had been grievances in 
every case of strike, he said that each day of strike 
lessened the national wealth HisXjfew is that the 
country is facing a serious shortage of goods, our 
anxiety must be to stop np production To quote 
but one example, the recent strikes in the textile 
mills have affected the production of cloth to such 
an extent that we have been forced to import cloth 
from Japan even though we have all the conditions 
to producing the clothing mater als sufficient for 
our requirements Organised labour is neeessaiy 
for the successful prosecution of the various deve- 
lopment schemes A oorreot and appreciative lead 
to labour consistent with the luteiests ot labour 
it*^©!! and the country is the greatest need ot the 
hour. 

While these are good saj ing'», one is afratl that 
they do not go far enough We must consider the 
economic pattern of society as it exists at the 
prea^nt time and see whether there aca proper 
[ 23 \ 
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incenUves iir vatiocs factors of eeonomie life There 
■nas a time ■we ustd to corsidtr the iiidustnah«t« as 
the trustees of people«’ wealth But coii«idermg 
the tconomio sitoatiou, as it exi'^ts at the present 
time, we fiud that it is otherwise The farmer who 
IS producing food crops should not he made to «ell 
them at a price whioh is not able to meet even the 
expenses of production and at the “Jame time enable 
the man whogrows tobaeoo to make huge profit^ 
"We give Btanation wages to agiicultural labour and 
allow Tata deferreds to gi\e a difidend of Bs 130 
on a Ehare cf mptes SO - The textile industry made 
huge profit of more then 350 erores of rupee”, and 
we find that the position of textile labour has nbl 
materially improved The position of the industrial 
woriver Vt^miserable T he progress of industrialism 13 
not to be measured m terms of wages and profits but 
in terms of human suffenng It is rightly ''aid, “deep 
in the back-ground of the slum”, the fiamesare 
spreading” Ihe industriahstB mu”t be made to 
reah-e their duty to the workers in the matter ot 
food, c’othing and shelter 

If we just dive deep into labour unrest and 
economic ailments of our incta”tnal c vihzation, 
we hud that at the root of the malady of unsecnrit\, 
uncertainty, etc , he production for profit One really 
feels that more than even before there is a great 
need foi the transformation of existing economic 
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order. What is needed at the present time is a 
sympathetio understanding of our eoonomio problems 
and a desire to face facts boldly and deal with 
them TMsely. Evidence is not lacking that part 
of the labour unrest is due to the realisation on 
the part of the labour that his standard of living 
13 miserably low. 

We have necessarily to consider what is wrong 
with our economic life. If wa just consider a 
province hke Bombay theie were more than 500 
strikes last year. It is calculated that in the course 
ot past 21 months, there were nearly one thousand 
ftsttikesj involving 12,60,000 workera and loss of 
65,00,000 working days, consequently there was 
dislocation of economic life, drop in production, 
loss to labour and inconveniences to the public at 
large. It is no use '"thinking that these were 
engineered by vested ""interests to disoiedit the 
Provincial Government Even the school-master 
•in some provinces has decided to give up the piece 
of obalk and strike work. It may at once he said 
that they pitch their demands so high that it they 
are accepted in toto, the counti} ’s economy is 
bound to be ahatteied. 

We most understand the psjcbology ot strikes 
and to underitand the causes ot industrial unrest 
which cannot be engineered hy mere political 



pretext* Indeed, they cannot be brushed aside 
lightly on the plea that they are inevitable m the 
post \rar transition economy But since the 
strike epidemio has affected even the cleneal 
workers and the middle grade salaried people, we 
have to consider the matter seriously In some 
ea«eF, of course they may be due to the fear that 
their standard of living may go down in eases they 
are not able to get the salary at war time scales 

"We cannot afford to forget the steep nse irt 
the cost of living With 1934 39 price level as {he 
base, lye find that the living index of the worker 
has only lOo ju&t before the war, now it has shot 
up to even 300 in some province** Further the 
quality of article received by workers has al o 
deteriorated and many e entials cannot be got at 
controlled rates Hence the cost of living index 
may leally be many time* higher than the index 
numbers provided by the Government After all 
when the mdustriali ts and others are minting 
money, the various other tronps are finding it 
impo«sible to make both ends meet Wage earner* 
are not able to get wages at par with the prices 
Under these ciroum tances, one re ally ^wonders 
if there is any lemedy to the situation It 
IS high time we remembered that it is no nse 
deoibiing strikes illegal We mu^t try to root out 
the raison tie ttre ol strikes Qlics it ran be seen 
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ihat the unsatisfaotoiy economic conditions, the 
-disHeartening disparity between wages and cost 
of living, and certainty about future are at tne 
bottom of labour unrest in the country 

The icot cause of the labour unrest is due to 
the failure of Government in the pist to evolve a 
definite policy aiming at stabilisation Ot prices at 
a level which, maintains employment a* the 
highest level and stabilises the cost of living index 
Similaily the government have not been able to 
evolve a definite policy in regard to wages Finally 
there was lack of a clear policy meant to give 
large employment to the people It is leally a 
sad commentary on the poUoy of the Government 
but one cannot but mention it 

When the workers find the prices of oommoditios 
are increasing, they demand more wages They ail 
«he more demand it, because inflat=“d per^ionuel 
eontiauea to be maintained On infiated salaries. 
"When they get more money, they naturally become 
idle and demand more wages At the present we 
find that shops are practically loaded with only 
fancy* goods It is really a social tragedy The 
Government must follow a tiim price policy in order 
to avert a social ctisi« Until prices ate stabilised, 
even industrialisation of the country becomes diffi- 
cult We have to stabilise prices because the pries 
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Ifcvel la getting out of ooutroL "What the workers 
want 13 an improvement in the standard of living 
and removal of hardships The workers are at 
present discontented and disillusioned and they are 
feeling that they have to seek their own salvation 
"Wages nud prices have to adjust themselves to a 
leasonabie level if the situation is to improve 

In England and America, while the wages have 
been raised, the cost of living has not gone up much 
higher than the pre-war level While the woikers 
in those countries ate trying to have a higher 
standard of We, we in India are struggling against 
a further deterioration m our already low standard 
of liTing 

*r 

Referring to agnoultural prices we have to say 
that more than oven before there is a great need to 
stabili-’e agricultural prices The committee 
appointed by the Government has made several 
recommendations on the actual working of the 
policy Here again price support policy oannot be 
substitute for radical reforms in agriouUaro which 
we have to undertake if the primary producers, lot 
! 19 to be improved Eet us also remember that the 

cultivation can no longer depend upon only cloth, 
kerosene, salt and gur It means we idOat enable 
them to reap the benefits of an industrial oivihsation 
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Jt may at onoe be said that any d 6 «ired level of 
agricultural prices can only be sustained as an 
integral part of a steadily expanding economy 
StabUi satiou o f a gricul tural ..prices can only bo 
secured by a su table fas oal and monetary policy 
designed to secure not oply a steadily rising price 
]evel~But also a high level of crUpIojment and 
industrial noTi cv Thus it is desirable to maintain a 
fair amount of stability in the general price level 
In India^ this problem is beget with a number of 
difficulties because we must decide upon what is a 
fair price, wbieh is fair to the producer as well as 
the oonsTimer Here a pausing refere ee may non 
be made to the need for raising the real wages of 
ihe worker It may be mentioned that the emp- 
loyers and ultimately the State can help the workers 
to provide the neoos«ary amenities like house 
children s food, clothing, etc , at a rea’^onable price 
The employer may lose a little but the workers mil 
feel happy and they would never take lesource of 
strike Similarly wages sbonld be fixed not onij 
according to the nature of work but also according 
to the needs of the worker If a worker has manj 
children, a separate allowonce should be given to 
them After all, children are national assets and 
the Government should look to th ir comforts In 
addition wages, must be fixed la relation to the cost 
of living at a particular place In all these matters 
^here 18 a need for Permanent Pay Commission, 
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consisting of employers’ aad employees’ repre'«enta- 
lires £o that there will be no bear hurning c 

In the mean while attempts are being made to 
mtrodnfi^abour legislation in yarions jirovinefes 
It IS good that attempts are being made to constitute 
works committees for difterent oooupations so that 
much of labour unrest can be avoided. For example 
in matters relating to adjudioatiou, ai^bitration, etc 
wo can simplify the procednre and prevent the 
collapse of industrial structure at this oritical 
juncture Aft»r all, one should not forget to 
remember that wo have now no principle of wage 
determination, with the result that the strike 
epidemic is spreading like wild fire The recent 
postal strike has indeed emphasized the need foi an 
overhaul wage struc are Unless we hold the increased 
cost of living, we cannot conirol the demand for 
increased wages The Eastern Economist has 
rightly pointed out the strikes are a visible symbol 
of a demoralised and discredited adminstration ^ 

Another problen which has got to be considered 
18 the question of honsmg of induitnal workers It 
I 13 good the Bombay Government have realised that 
It must do everything in its power to improve 
honsing condition m oo>operation with all those 
■who have an interest in or responsibility for the 
matter It may be pointed out in this connection that 
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oo-operatiou between the GoTernment, eiaployers 
and the employees is indispensable After all, the 
great need of the hour is a comprehensive soheme 
for solving the problem of housing It may be 
interesting to note here that the Government of 
Hyderabad has taken time by forelock by evolving 
a soheme for building houses to the labourers at a 
cost of about 300 rupees so ihat they can hve in 
hygeinio surroundings. It may be noted that this is 
also one of the wajs of meeting post-war depression 

A word may be said about social security The 
raison d’ etre of any social security plan is the 
nece^sny of and “equitable distribution of the 
profits and burdens, gains and hazards of an indos* 
trial civilization." 

After all no country can progress if the hazirJs 
are to be borne by those who are least able to bear 
them It 13 good the Congre‘=s Ministry of Bombay 
has inclnded the protection of the working claes 
agam«t social hazards like siokness, oldage, un- 
employment, et3 in its programme Etnab^Ation 
of the parcbanng power of the different social 
cla&ses m indeed the sine quanon of indostnal 
progress The coatents of social secnnty according 
to the committee in the USA are defined thru i 
Secunty for employment, secunU of reasonable! 
fitandards of working conditions, security of inoomel 
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•while unemployed, seounty of retirement income, 
aeonnty of recreation, mental and hospital 
assistance and finally security of one's Family 
m the case of one s accident, invalidity, ill- 
health or even death India is badly in need of 
a social security plan because of the inequitable 
distnbution of our national income on the conditions 
created by the War Even though according to 
Dr ^ K R V Rao s calculation, our per capita 
income is Rs 65 - per annum, we find that it la so 
unequally distributed that one percent of the 
population monopolizes 337o of our national inoome 
33®/o enjoy 33®/o of the national income while the 
remaining 66^0 of tbo population have to oe content 
with the remaining 34®/o This statistical calculation 
of national inoome based on average hardly gives 
ns the idea of the quautam of economical welfare 
In fact, no have to consider the real economic 
welfare of the masses that is why several people 
say that the prob em of distribution has got to be 
considered while planning the economic development 
of India Let ns hope that very soon the social 
security plan prepared by Prof Adarkar will 
become a fail accompli The present writer 
' would say that we must give prionty to a minimum 
wage policy, then haie a sickness insuranoe gcheme 
financed by contribution from the employers, 
emplojees and the btate and finally have the iinera- 
plojment insurance scheme Several people say 
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that our country is poor and it is not possible to 
haye all these luxuries, but let us remeinbei that 
unless we consider the urgent probJejQs of the life, 
and the welfare of the working cla£<?, whioh has 
now a much as a major force in society, will not 
be able to have industrial peace It may also be 
mentioned that instead of pieoe-meai legislation we 
must have a co ordinate d plan becau'‘6 half measures 
are useless 

There are other major problems like national! a- 
tion of kej industries and control of other indu!.tne& 
aod m all these matters, the Oantral Government 
can see that there are oomnion standards of welfare 
and omplcyjnent in all the province^ That is whj 
manj people feel the need loi a strong Central 
Government m India, and the Cabinet Mission has 
not snccetded in achieving this idea 

The teed for obviating unnii«^takablQ signa of 
fatigue like absenee, increase in accidents has been 
felt by the Governinent and the factory executives, 
that IS why reduction in the hour>> of nork has 
been proposed (o alleviate fatigue It is said that 
where week end rest pauses are given from hndaj 
evening to Monday morning it has a marked 
effect on the general outlook of the workers Best 
pauses in the middle of the work when thej can 
have a cup of tea is also advocated Ihis wiW 
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prevent loss off efficienoy, “wearjiiess, and accidents 
Similarly, the pnnoip e of mnsie while jou work 
wnen energy hegins to flag The employers must 
al«o launch -vrelfare activities like good housing 
mess facilities free medical aid, libraries, schools, 
etc 


It will be of interest to note that the ilanaging 
Engineer jf the Sajkot State Electric Supply Co 
has already been able to work some of these ideas 
Eor example a persou getting an income of Rs oO • 
per miath is insured for Rs 3 oODZ-anl theoompanv 
pays the premium Free medical aid is given to 
the workers an! th»ir fami lea Not only this 
when the Dj tor recommends milk, eggs or frmt'*, 
they are given free as long as thej are nese’sary 
The ilanaging Engineer Rai Bahadur A C Das 
tells me that statistical data has revealed that the 
work r who is snftenng from chronic anaemia has 
been able to gam three to font lbs per month when 
supplied with a cup of milk and an egg every day 
Ho says that this is an investment because it leads 
to increase efficianey anu mutul good vill The 
present writer urges legislation requiring all 
estabUahmant employing more than d 30 workers to 
maintam a dispensary and a physician Rec otlj a 
new scheme by which the lower inoomj groups are 
•supplied with vegetables a a oiuossston rits has 
als) b>ea Uunchei It n also hopad to build a 
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few rest houses away fn m the city so that aonrale- 
seents can lire there away from the dost of the 
ojty The present writer cannot but say that it is 
high time for other industrial concerns to emnlate 
this example 

The proper remedy, therefore, for the present 
labour unre®t is to ensure a Imng wage for all, 
provision of proper housing, instilntioo of social 
security measures etc The post-war labour unrest 
IS due to the worsening of our eoonomie hfe It is 
rightly said that justice delayed is justioe denied 
We have to meet plain faots We must get into 
the psychology of strikes and try to understand 
the method in which wo can prevent the furthir 
spread of this epidemic In the present cittums- 
tauces, wilh inflation running amock and the tost 
of living rapidly rising, strikes have betome the 
on'y^E®'Po° If we mesn business, we must bring 
down the cost of living by etabilisation of prices 
which is not very difficult Where there is will, 
there is way Industrial peace and harmony are 
-qmte essential for the progress of industry and 
Tvelfate of workers Under the^ old ay tern, there 
used to bo ^orgonal contact between the employers 
and the employees The old ties have uow disap- 
peared and impersonal relations and cash nexus 
have been substitoted. This gives rise *o several 
mi undeistandiugs and strained relation* Indeed, 
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indnatnal peace and harmony between labour and 
capital are the two coefiiments of industry which 
are the primary condition of progress 

A great responsibility lies upon the workers as 
well Unless they contribute to maximum produe 
tion, unless they are disciplined and show re«pect 
to tho«ie under whom they serve, the fulnre of our 
industry will be dense After all, they are not 
mere wage earners but the citizens of the city 

Similarly, we Ifave to eonsiier the interests of 
agrarian labour 

The battle of peaoe lies ahead and unless th r 
IS a copartnership in indnstry industrial unrest is 
bound to increase 



CHAPTER n 

COTTAGE INDUSTRIES AND PLANNED ECONOMY 

The paths of economio plaonmg an<! traasition 
fom war to peace (^aohomy and the couneoted 
problems are not easy They require great vi«iOu 
and capacity. The War has given opportunity 
for the development of ouc mdaitrias and made m 
r alias oar potentialities A press report says that 
there le a move to eiFect retrenohment conseqnenk 
the liquidation of war time requirements Very 
recently Dr John Jlithai, oue of the signatories 
of the Bombay Plan anJ a foroiir ehairmin of the 
Indian Tariff Board oaiiia to the conclusion that the 
total money expanditacd vvoald be sis huudted orores 
below the original bnlget estimates He rightly 
s uggested the revival and expansion of our numerou s 
cottage industries Mr V L Mehta has also 
observed that cottage industries alone provide 
employment to our teeming millions 

The economist wiH be rendering a distinct 
service to the country by settiog out clearly the 
economic problem facing the country Plans and 
plana have become the order of the day The 
country \i flooded with plans which are surprisiug 
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ID number and bewildering m their vanety. We 
may argue “mdustrialise or pensh” but large-scale 
industries cannot easily import oapitnl goods and 
therefore cannot give us eufilcient relief If ive 
do not take effective steps for the development of 
cottage industries thiy also stand the risk of being 
outed from the field In faot we have to capita 1^0 
our oppOrtunitie'! Even our Trade Gotnmis''ioners 
aaj that the pro"peots for the production of the 
cottage industries like silk goods, fancy articles 
mats etc a 10 really encouraging smce they are well 
leceived in foreign markets 

The large niajonty of our people live in village® 
A.ftera’1 in a country like India we must consider 
the basic problem of food and clothing and the 
vital necessity of helping small men The funda- 
mental of planning should he re’ief of poverty by 
finding employment to the maaoes and equitable 
distribution of the goods produced Statistics 
reveal that over 00 milions out of a total population 
of 40J millions earn their bring out of cottage 
industries Similarly out of 16 million industrial 
workers only 2 milbons get their employment in 
large «cal6 enterprises The decentnalise character 
of cottage industries provides employment to the 
workers at their own hon«es One oannot fail to 
remember ihe vast treasure of workmanship 10 bs 
foun'^ in the remote villages of India 
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Just at the present time India is eoafrooted with 
the problem of shortages There is food shortage, 
oloth shortage and what not Population is tremen- 
dously on the increase with the result that an aoluat 
Afalthnsian situation is prevailing m India The 
present writer was perhaps one of the earheBt of 
the Indian economists who emphasised the need 
lor developing onr oottage indnstries "We must 
also remember that in every province there must be 
a pKnning commission to consider which of the 
indnstnes are to bo supported Having taken a 
decision we should safeguard them against machine 
oompe^ion They should be eo organised that thej^ 
may 'fit into onr national economy since nr any of 
them provide a subsidiary occnpaticn to our 
^grnuHunsts T he problem of finance, research, 
marketing, et) , have also to be considered so that 
we can produce goods at a cost and return compara 
b’e to those of other methods of production I may 
here atonce say that I am not against the develop 
ment of largescale industries Having had first hand 
experience of the working of the All India Village 
Industries Association, Wardha and having worked 
on the economics of oottage industries, I am of the 
opinion that since our piinciple economic problem 
IS nnemploymtnt and underemployment of n large 
oeetion of our population we must support indnstnes 
which give employment to our people and whiob 
fi; not require much capital Our peculiar cooDoroio 
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ptob’em ha& to be solved in a praotioal ^\ay, We 
ca nnot mu lti ply Bomba\d ami Calonttas The extent 
of maohanisation and the size ot the induotiial 
plan depend upon the relative scare itj and co t cf 
labour 'and capital ^We have scarcity of capital 
and not labour in lu(.ia 

It 13 a pity that even though we are having 
acute cloth shortage we are not taking proper steps 
to develop hand spinning and handweaving even 
though we do not requ re much outlay equipment 
In (act ootton grown in all parts of India and 
one can spin either on the Takli oi the Charkha 
Dr Kajeudra Prasad once observed that if we spin 
for atleast two hours a day we can be self aufficien* 
It was estimated that if 14 out of 47 millions spin 
for two hours a day the entire clothing requrement« 
of Madras can be met Further it affords the 
agriculturist With a profitable subsidiaiy occupat on 
The lucome cannot be insignificant when we 
lemeinber that the per capita income is hardly 
Es bo per annum and that too is inequitably 
diitnbuled The All India hpinners Association 
with its capital of above 80 lacs is able to employ 
more than 4 lacs of artisans and with the same 
capital inve&ted in textile mills we can hardy 
employ 20,000 people. Thus Gandbijt 8 attempt m 
this direction is not a mare fad but is a practical 
attempt to relieve the poverty of the people We eau 
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develop paddy husking as a cottage induatcy We 
oan understand oeatrah atiou for effictenoy but la 
this case we find that by adapting the decentrahsad 
methods of production we can increase the output 
10% because rice loses 10 of its weight when it la 
pnlisbed Prom the point of view of nutritions the 
nee when polished loses 82% of it<5 nutritive value 
There IS lack of minerals and vitamins in -polished 
Tto9. Eice mills also add to the problem of 
unemployment as can be seen from tl e following 
table — 


Place 

Method 

Amount of 

No of 

Persons 



Paddy 

persons 

that can 



tieated in 

employed 

be em- 



mds 


ployed 





if rice 





home- 





pounded 

Balsa r 

Home 




On j rat 

Pounding 

3i 

6 

6 

Bardoli 

Eice Mill 




(Gujrat) 


105 

5 

160 

Gunlyr 

Eioo Mill 

360 

40 

615 

It would 

be clear i 

that as the 

size of 

the mill 


increases its capacity to displace human labour also 
increases 

It is not possible in this brief article to refer to 
the need for developing other cottage indnslnea like 
oil-pressmg, paper making etc But euffice it to 
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say there 13 bo meaniDg m taking 01! seeds from 
Tillages to a ctntial place and distnbating oil again 
to the Tillagers The reader la referred to the 
valuable literature publi hed by the All India 
tillage Inf u«tries Association for further detail 

‘ Cottage industries reqtiire little capital, i-unning 
expenditure and skill Thtriks to Gandhiji we have 
realised the need for their resusoitation Let us 
hope that the popular ministries will implement the 
ceonomio policy for which they all along stood 
Let me once again repeat that the real India lives 
m the villages It is needless to add that Indian 
Slates should also take positive steps 



CHAPTER V 

LOCATION OF INDUSTRY IN INDIA 


It IS 8 matter of common knowledge that la 
several highly industrialised countnes of the world, 
the prolilem of ludustnal ooncentration has reached 
an acute stage Eor the matter of fact when new 
faetoiies were set up without j'ldging their 
locational advantage and repercussions of further 
coucentratiou, new problem have been created 
The dangers of excessive concentration are jnoKas- 
ingly recognised Considerations of strategy, social 
costs policy of full employment of resources and 
labour force have really made us realize the need 
for dispersal of mdus ry Indeed, it is a good sign 
of the times we have appreciated the fact that 
economnjally as well as sooially, control of location 
wi’l contribute to the progress of the country 

Considerable attention is given to this problem 
in foreign countries Not only this the social and 
economic problems created it have been studied 
by several commissions and research organi®ation* ^ 

* A Ro>al Comm s on unde the cha mansh p ol Sr Montague 
Barlow was appo ” i" Enjand in 193 ta stu ly th problem 
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It 13 really a pity that this problem has not been 
-oousideted in its proper perspeotive There is, of 
course, one reason, rre had a late start on the path 
of industrial progress but if we just consider the 
conditions in industrial cities like Calentta Bombay, 
Ahmedabad, Kanpur, Delhi, and Kagpur etc , we 
hnd that ludustnal concentration has already 
reached alarming proportions Some of the evils of 
urbanisation have long been evident If thi& ten- 
dency is allowed to grow unchecked it would be no 
wonder, if at a later stage it becomes impossible to 
checLtho evil After all the cure at pre ent is easy 
and it 13 good that this problem finds mention in the 
s»atement of post-war industrial poliei of the 
Government of India A time has come when the 
industrialists, the economists and the Government 
should consider this problem 

I 

Fa’'tor5 Affectmi Localisation 

Students of general economic theory uao easily 
xemember that by locah«ation of Industrie we mean 
the concentration of particular indu tries in 
different parts of the oauutij. Au inJu try is «aid 
to be looali eJ m a. p irticular p aes or irei where 
different firma deahug lu the eame commoditj are 
ooiicentCHt d in that pitUoular area For example, 
the jute industry is locali-ed near Calcutta while 
the oitton textile m lustry is m^re or le»i localised. 
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IQ tbe Bjnibay Presidency 'W^e can easily see that 
» manufacturer ohoses a place ivheie he has to 
spend Jess for manufacturing a commodity 
Seeondlj , he also considers the problem of transport 
costs He has to consider this because ali the 
factors \phich influence localisation of inriujlry 
refer to raw materials, suitable labour, sites and 
service^, access to marbet and finance Jt i« not 
neoea ary to refer to these factors in detail htranse 
these are almost self explanatory One may how- 
over say that, a few other causes like patronage of 
the Royal Court has the grea'test influeuee in the 
location of partioulai industries Tee location of 
the rnusiin. industry m Dacca and the silk industry 
in Mursbidabad were not a littlp due to the patron- 
age of the Royal Court It may, howeier, be added 
that when once an luduatry gams the moinentom 
of the start, firms begin to settle down there because 
the locality possess a reputation lor producing that 
particular commodity The watches of Switzerland 
have acquiied such a reputation that new firms 
naturally are established in Switzerland eo that they 
can take advantage of the trade matk Swiss Make’ 

Oue can say that the most important factor is 
the transport relations aa between raw materials and 
markets This accounts for the oonoeatration of 
the mdnstnea in parti aud commercial centers It 
may, howovei, be added that ths lobah«atiott of 
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each industry depends upon the prosenee of a 
particnUr state factors. 

II 

Evils of ladastnal Concentration 

Inspite of the advantages of localisation like 
industry gaining reputation, labour acquiring 
benditary skill, subsidiary industry springing up in 
the locality, promotion of the use of specialised 
machinary and development of banking institutions, 
it does not mean that it has no disadvantages in the 
event of a depression taking place m the localised 
industry, the lack of diversification of industry 
accentuates the evil effects of uuemp oyment * 
Excessive specialization and dependence of a few 
industries carries with it grave risks particularly at 
tunes of depresoien In case there is diversification 
of industry, since all the industries are not affected, 
we can easily reduce the suffering of the people 
That 13 why people advocate varied nature of 
industrial aotivitiet'> Further, if the products for a 
particular industry are not in deraa-id, the workers 
are likely to suffer There is another fact to be 
oonsidered Several people are questioning the 
wisdom of allowing labour to move from place to 

• To the ext tit t »t locil otieroplayro i\t vs xitecied the 
Ic alien of Industry the elfects of Qnemplojnient can be regarded 
as v-lfecta of ihe local on of Indu try The location of Industry 
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plac^.i We can easily see the people go from very 
long distances to Tvork in industrial centers The 
point 18 whether it is not desirable to deeentrahse 
produotvon, taking advantage of the principle of 
regionalism In this wav we can restrict the growth 
of too large aggregations of the- people It has 
been rightly remarked, the social and economic 
disadvantages of large eoneeutratious were patent 
even before the war, while the strategic significance 
of industrial location was underlined as never Lefore 
during the Second Wor d War “ Social prolileins 
to which excessive specialization ha" given rji^e to 
have been many 


After all if we just take into considention our 
Own country we fi^nd that industries were first 
coucentiated in ports amee they could ■secure- 

an oversea’s market After the Untish establidjed 
their sway in India there was brought about an 
economic oisequilibnum following the dej me of 
handi-orafts For a long time Bombay was an 
mdustrial center because it had excellent tnusport 
relations, was the center of raw cotton marhet foi 
export and the railway rates policy aNo helped 
ports like Bombay Not only that, it was a oag with 


1 It IS o'ten ii'nal to several writers lo reff to ira'h c n^estion 
which increases as the popolaticii moves further a«,a) from rh ma 
city This involves a lo of waste because even jonniej tak 
mne n addition to trouble, and loss ot real ineon e 

2 B C Ohose. I dus trial Location page 3 


r lot ot 
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Calcutta the seat of the managing agents For a 
long tima, indnstries were concentrated m ports 
Unfortunately the di-'tribatioa of industries in India 
IS characterised by excessive eoneeutratlon in a few 
cities It IS sail that more than half the number 
of factory workers in India are found in the two 
cities of Calcutta and Bcimbay Thanks to the 
growth of commerce and transport and abundance 
of business ability, new industrial centers have 
come to the forefront in the interior This is 
perfeotlj in tune what is happening in countries 
like the USA and England Dr Lokanathan 
has rightly pointed oat that ‘ this breaking down of 
local coneentration, the relative decline of highly 
developed area<J, and the development of formerly 
backward areas are not with out oompensatmg 
advantages It is de-»irable to aecnre for each 

country a more equal geographical disrributiou of 
economic hte * 

One need not of course -say that tne oistribatioa 
of industrial activity in India is uneven The 
Second "World War no doubt accentuated industrial 
concentration After all, industries should bo suitably 
located with special reference to geographical 
and economic factors The state should control 
lojstiou because it is an essential corrolary of the 

• Dr p S L kin. than Itiduslrial Orffantsation m 
Faee S3 


Indii 
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policy 'of discwminatiDg protection After all a 
good deal of Waste of money can be avoided in 
■tbia way* India is a country of ^ong distances and 
80 the problem before us 13 easy It is bon raw 
materials, power resources ami matketiog centers 
are brought together As it is, they are not properly 
harnessed The present writer may here mention 
that there is a lot of dispantj in the industrial 
development of the various regicuj*’ The tendency 
bas been for the dispersal of industry particiilary 
from Biitwh India into States * 


III 


Ectmomic Significance of tbe Problems 


If we ]ust consider tbe eeoconiie significance of 
this problem, tbe evils of industrial oonoentrahoa 
nave become far too apparent The advantages 
of agglomeration have atonce become the disadvanfa 
ge*! In addtirn to what has been mentioned in the 
previous paragraph it may also be stated that 
excessive oonoeotration leads to industrial erosion 
because fresh land m some parts is Uac 1 for 
industrial purposes while other parts are neglected 
So fai ^he social aspects of this problem are 
concerned, it as a matter of common 1 Lowledge 
that It eriates several new social issues. It has 


* Thstact was empha td n Local on of Indasf ry n 
PUBLISHFD Et THE ECONOMIC ADVISER 

government op INDM 


Ird a 
to t)i« 
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senoas repereusrions partioalarly m tte direction 
of bons Dg and health It is stated that in addition 
to over cron ding in “ohaivls,” we have also to 
consider its moral effects Statistics reveal that 
74®/o of the population of Bombay lives in one room 
tenamento Every one sixth person in the city 
lives in conditions over crowding which are 
prohibited by the existing law Adequate shelter 
against sun and ram is the primary need of human 
life Statistics reveal that the average floor "pace 
qier person even in L937 was only 27 sq, ft (and it 
mast be much less now), while in Sholapur it is 
only 24 eq ft Another aspect is the re ation 
between death rate and housing condition The 
greater the crowding the higher is the dealA rate 
The time for inaction delay is past and a beginiog 
should be made Let it be remembered that mnoh 
of the labour uniest in India is due to the eonaoioua- 
ness ou the part of the workers that his housing 
conditioua are dep’orable As one writer has 
pointed out ‘under fed like animils, without light 
and air the maustnal worker m India is one of the 
most exploited of all iii the world of industrial 
capitalism ’ The high mortality in inda»tiial to %n& 
la due to the faot that ooncetration has taken place 
not onlj in a hap-hazzard manner but long before 
any body could think of them. 

It IS really a pity that even though Iip services 
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13 paid to the prmeiple it has more often heen 
violated m praotioe The Second World War hat, 
only acoentuatod the forees of oonoeatration because 
the old cities alone were expanding like anything 
unlike in other oountnes where new industries were 
started in new oenters as well But in India only 
the old industries weie expanded and beoaose they 
were all located in urban areas» one can easily say 
that urbanisation of the worst type took place 
Over-oronding has gone into enormous sizes In 
addition to it, it has been rightly observed “nearly 
SO®/,) of the ineroftoe in employment since the war 
broke out is distribute! m the Provinces of Bombay, 
Bengal, TJ P , the Punjab and Delhi where already 
large ^dustrial development hai taken place* 

This makes us feel that vve aie proceeding just 
in the opposite direction In England dispersal 
of industry 13 noticeable This has been the shif- 
ting ot industrial lite tiom the north to south and 
to the south east. The same tendency is noticeable 
in the U S A but m lu lia the war has only added 
to the inequality There was no attemp on the 
part of the Goveruracnt to set up new indiutrios m 
'' new centers which would have been able to bring 
about a more even distribution of industry Apart 
from the need for » balanced economy one may also 


• The Eastern Econom 


Marcn 23 1045 page 351 
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refer to the need for considering the strilegioal 
faoto^ Disper'^al helps ns to avoid the risk of 
attack bv "ea and air 


IV 

Need for Regional Plaomn? 

Thns the need for dispersal of industry becomes 
«elf eiilent Indii is a vast continent by itself and 
only regional planning helps us to raise the «taDdard 
of living of the people We have also to remember 
that the benefits of the economic development 
should be «harod by all the regions This is tho 
best way of not only giving opportunities to the 
various parts of the cointry but aNo minimising 
inequalities of income That is why it is rightly 
said that a regional distribution of indn«tiy is the 
sine qua non of suece^sfnl planning The chaotic 
growth of cities without planning has to be 
depn ated It does not mean that all industries are 
amenable to vide disper al The eionomita of each, 
industry has got to be considered by the National 
Planning Authority and suitab o steps should be 
taken u this dire tiou India is a country of long 
distances when Vi e argue that industries tend to be 
localised nithiu easy reach of the markets it 
neoessanli means that particularly m a country 
like India industries must be decentralised Wilb 
the development of oommunications and transport 
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It beoomeg possible. Not only this, attempts are 
being made to reduce our ercessive dependents on 
ooal as a source of power. If opportunities for 
generating Hydro electric Power in C7. P , 0 P., 
Kathiawar and states like Jaipur are utilised, they 
Will exercise a strong influence in the disper&al of 
industrial production The present writer has elsO 
where referred to the great possibilities of storing 
water m the Kathiawar hills whn h should be 
oo-ordinated in some regional form. Ho even 
s'uggested that states, large and small, shouM agiee 
mutually to the Regional Control of the e water 
resources * 

Lessons from the T V A 

It may not be out ot piaje to refer to the T V A 
example in the USA. which has attracted the 
mtere^'ts and arrouaed the speeulatiou of all thinking 
minds in. the world of sovenae eoonomios and 
politics It lepresents an economic policy of hope, 
and expension m whioh the Government would 
play a dynamic part Let it be reniembcred that 
Industrial development cannot proceed along 
artificial Government boundancs It rou<t depend 
upon the Geography of raw materials, power, and 
markets In other words, the various Proviuces and 
States have to be oo ordmated, if the development 

• Economic development of Rajkot ‘^tate Reporl of ihe Foal ^^ar 
■RecorstlttCtion CommiUee Fase 7 
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because we can have suitable looatiun of industry 
only u heu theie is regional planmug. 

V 

Need for Dispersal of Cotton Textile Industry 

If we ju^t considei the location of various 
industries, we find that the factors infitieDeing 
location are not the same In the case of the Cotton 
Textile Industry, we find that, it is concentrated in 
the Bombay Presidency, oven though it depends 
upon distant centers for the supply ot raw materials 
Transport relations and distribution of productive 
forces have always played an important part 
Statistics revtal that remarkable changes have 
taken place between the years 19jl 29 The state 
of expaufeion has been much greater in Indian 
State* The States as a whole hare inoreased their 
share m number of woikers from 7% in 1921 to 
16% in 1930 * It is aho to be noted that farther 
concentration of industry m the same areas ig euro 
to aggravate regional inequalities It will be bet er 
if further expantion of the industry takes place lu 
areas which have a relatively smaller ■-hare Let it 
be remembered that the Cotton Mill Industry has an 
inherent tendency to be attracted towards markets 
rather than towards the sources of raw materials 
It la, therefore, capable of considerable dispersal 

• IndinC non lextile Industry (1914 Annul Ed tor M P 
Gandhi ) Page 51 



^between jegious * It is gooJ that the vanous 
parts of the country have realised the need for the 
dispersal of the industry For example between 
l92l and 1939, the mumber of worker^ employed m 
tliVi vj/yi^aasd from 3 6 laes to 6 9 lacs 

The number of worker^ m the vanoua provances 
also increased as under — 


Bombay 

52, COO 

madras 

_ 40,000 

U P 

24 000 

Bengal ^ 

. 19,000 

CP ... . 

7,000 

0 P States 

26,000 

Baroda 

18,000 

Mysore 

12000 

Bombay States 

8,000 

Hyderabad 

5 COO 


One can eamlv say that the di per-’al force is 
actually working and it has gieat potentialities 
foT we in our plans lor the Boonomie 

deaelopment of India the fust effects will be seen 
in the increased demand for elotb It is hoped 
that this industry will develop in new centres which 
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are congenial for its developtnent Any farther 
concentration of the industry m the existing 
regions is not desirable This is all the more 
necessary beoaiise India is a country of long 
distances and transport costs play a dominating 
part in location 


U 

The Case of Sugar Industry Examined 

Its location is determined by access bility to 
law materials It is unfortunate that till nov7 it 
has not followed auj sound theories of location. 
Alter protection was granted to this industry, U P 
and Bibar came to specialise in this industry. 
Out of 163 sugar factories in India, as many as 
101 are located m thes' provices, which employ 
75®/o of the total number of workers engaged in 
the industry * Madras and Bombay have only 11 
tdctonea each A time has come when there must 
be a diffusion of the mdustrj Eren though 
geuerallj transport relations particularly in respect 
of natural resources like power, consumers market 
eto. play an important role, sti 1 in the case of this 
industry aeoessibilitj to raw raatenals which 
weight losing ptaj an important part It is really a 


* The prov new! d sir but on of su^ar n It in Ind a n lOll was 
as follow a — Eeneal 0 J? I a 31 UP 7J Punjab 3 Madrat 11 
B nbai IJ Assam 1 Orsal ‘<‘P 1 I dian States 31 
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•vender that even thongh it gives higher yield it 
tropical regions, etiU it has not made any headway 
in thoao regions It passes ones imagination why 
provmoea like Madras and Bombay should import 
fcugar, particularly vhen thej can produce it with 
advantage In this waj we can save transport 
costs and difficulties which t\o have realised a« a 
result of the conditions created by the war States 
like Hyderabad have reah-ed the significance of the 
problem and developed the industry More than 
ever before, theie is a great need for a well planed 
tentorial distribution of industry along modem 
trends of economic thought * 

VII 

Need For control of Location 

It 13 not possible in this chapter to refer to the 
need of the dispersal of other industries like the iron 
and steel industry, chemical industry, the paper 
industiy, the tanning lndas^^y etc These also 
easily lend themselves to indnstnal disper«al Each 
tndustrj^ is, of course, to be taken on its own merits 
l\on that hydro-electric power is going to be made 
arailab e for industrial product on, and eommum- 
oatious and transpoit developed in addition to labour 
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foroe being widely distributed over the country, 
there xs no reasonfwby there cannot be regional dis- 
tribution of indnstry Instea I of mjltipljing or 
developing the already congested towns and cities, 
it IS better to plan towns of an optimuoi size Ihis 
involves some form of pab'io control in the location 
of various industries After all, public control is 
necessary because it affects our national life It 
sbould bo open to the state to develop new areas on 
the advise of a central authority liLe Indostnal 
Development Commission or an Industrial Trust 
Fund It Will be interesting to note that the Hyde 
rabad Government has set up an Industrial Tra®t 
Fund which not only considers the problem of the 
location of industry but also supplies the ueee arv 
fiuanoe for the development ot industries Sntdi an 
organisation should have negative as well as p^-utive 
functions While it should have the authority to 
refuse licenses for indnstriea to be started m already 
congested areas it should also have the authontj 
to attract industries to new areas so that there can 
be balanced developaieut of the countrj Let it bt 
rcmotnberecl that the factors of location have to be 
considered afresh with the change of conditions 
nnd oiroumstanees so that the industnah ts stand to 
gain and not to lo e by such control It is unfor- 
tuoato that ewonomio advJrcr was agaiu^it the right 
of the government to determine industrial location, 
acoording to him it would bo extremely dangerous 
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to the state to arrogate to itself the location of 
individual under takings But he seems to forget 
the fact that location of industry is a National 
responsibility 

¥III 

Conclndms Observations 

Thera is a great need for regional studies aO that 
nacan find on the industrial poaaibilities of the 
various areas. We have also to study the methods 
and machinery of control Mter all, only a 
National Government can decide this matter As 
one writer pointed oat “mdustriaUsts are not 
opposed to locational regulation but they are 
opposed to ludefiniteness in this regard ' * TVe 
have to bear in mmd the transport relations 
particularly m rogard to ra«v mat“rial3, power and 
markets If hydro electric power is made available 
in arais woichare away from coal it will be possible 
for n^ to bring abiut diaper al of industry Planning 
should be on regitmal ba-^is la which case ludn trial 
dev^lopniaat canuot proceed am^ording to artificial 
Govermnsnt boundaries For example the waters 
of tho riier Tuugabhora pass through iladras, 
Mysor and Hyderabad and on y a Regional 
CoujawsioQ 0 in see that the mterest of the whole 



Tegion are furthered The present writer would 
even suggest the creation of Central Planning 
Commission to advise the Government in the matter 
After all the development of our resources on 
vegional basis is a matter of common concerned to 
the whole country and cannot be confused with 
•sectionalism The state of the furture will have to 
give up the pohoy of laissez faire and take positive 
measuies in order to prevent the evils of industrial 
concentration In all these matters, the oo operation 
of the Government, industrialists, and the economists 
IS essential Of course, public opinion should a^set 
itself 
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THE INDIAN COTTON TEXTILE INDUSTRY 

The Second World War has not been an unmixed 
eril to ♦be Indian cotton textile industry While 
the prices of cloth rose up consequent on exports 
and demand of the military authorities, there were 
labour troubles Wages increased and dearness 
allowance had to be sanctioned It was not easy 
to import machinerj , cotton and mil store", so that 
the mduatry could expand in response to increased 
demand Thera was an increase in taxation leading 
to a higher cost of production On the whole, tha 
war ushered in a period of eomparative prosperity 
for the Indian cotton textile industiy 

While it has shown undoubted progress, it cannot 
be said that the position of the industry is stable 
There is bound to bo eompetitiou. from other coun" 
tnes which we should not fail to consider Further, 
during the period of profits, we should take steps, 
to build up adequate reserves Indeed, we should 
not fritter them away in declaring high dividends 

Adapt Methods Of High Cominerce 
A study of the organi3ation of the cotton textile 
[ 1 ] 
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industry in Japan shows that we should also adapt 
the methods of high commerce to the purchase of 
cotton and selling of goods "We should have a 
common sales agency This will enable us not only 
to withstand foreign competition but will also help 
us to capture foreign markets Experts agree that, 
not only should we improve the quality of the cloth 
but we should diversify the output We should now 
concentrate our attention on mechamcal and 
industnal textiles, including material for wire 
insulation, material to cover rollers for siting yarn, 
etc That the equipment of a number of cotton 
textile mills needs replacement needs no mention 
as it -was already emphasized by Jfr ffarofd Hill 
Technical Expert, Howard and Bullough Ltd , who 
visited India a few years ago It will be mterebting 
here to note that the Indian Taiiflf Board inquiry 
of 1927 laid down several standards, and accoroing 
to tlem, a number of our plants can be dec ared 
as uneconomical It may be noted that lo a country 
like Japan, even a mill which was started ten years 
ago la declared as uneconomical and no agreement 
js necessary to plead for the replacement of 
maohmery 

Defective Organization 

The other evils which are often referred to ere 
Ignorant and otherwise busy directors, inoompetent 
and greedy managing agents and defective financial 
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arrangements To my mind, the organization seems 
to be very defective as each mill has its own 
arrangements for the purchase of cotton, machinery, 
selling of ontpnt, etc The functions of the 
MiUowners’ A‘’«ooiation, which are at present 
concerned with the safeguarding of their intere'ts 
again't lahonr and representation of their gnerances 
to the Government, should, indeed, be widened If 
we again consider the organization of the cotton 
textile Industry m Japan, we find that ihe Cotton 
Spinners’ Association has control over the industry 
and the remarkable progress of the cotton textile 
industry is not a little due to its driving force. 
Similar changes took place in England also daring 
the last SIX years More than ever before, there is 
need for the rationalization of the cotton textile 
mdnstry, which means overhauling its entire 
organization 

Need For Research 

There should also be constant re'^earch into 
problems like mill finance, export trade, labour 
problems "We should also know from the Trade 
Commvssiouers how far we will be enabled to export 
cloth to other coontnes. Thus the period of 
transition, so far as this industry is concerned, is a 
penod of setting its boa«6 in order and preparing 
itself for an orderly and peaceful transition from 
war to peace economy. Provided there is a 
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favourable fiscal pohoy, progressive attitatde on the 
part of tlie millowner-*, and patriotic and sympathetic 
attitude on the part of the oonsumeri, there is no 
reason "why the cotton textile industry should not 
have a bright future 

Labour Unrest 

It IS well Laown that there has been a lot of 
labour unrest in the cotton textue industry Some 
people say that if we dive deep into labour unrest 
and economic ailments ot our industrial cmhza ion, 
we find that at the root of the malady of insecurity, 
uncertainty, etc , lies production for profit Accor- 
ding to the latest number of the Laioin Gazette, the 
labour disputes in 191b were twice the number of 
tho«Q in 1939 The numoer of p nous involved in 
1946 was ’0 lahhs Toe total Joss to industry in 
man days increased in 194b by 213 per cent Under 
these cironmstanc 3 it is no wonder that there was 
a dis ocation of economic iite, drop in prodjotion 
lo 3 to labour and mconvenienee to the public at 
large Thera is no douot that labour pitches its 
demand so high that, if they are accepted, the 
country a economy is bound to be shattered That 
IS why Gandhi]! observed that stakes are a danger 
to the freedom that is coming to India Pandit 
Jawahanal Nehru, in the course of an address at 
the Delhi Political Confereass while admitting 
that there had been grievances in every case of 



stnke, said that eacn day of stnke lessened national 
wealth At a time when the country is parsing 
throogli en aoute shortage our anxiety should be 
to step up production The recent strikes in the 
textile mil s have affected production ot cloth to 
such an extent that we have beon forced to impoit 
cloth from Japan iven though we have all the 
conditions necessary for producing cotton textiles 
A correct and appreciative attitude to labour 
consistent with the interests of labour itself and 
the conntry is the greatest need of the time a 

It 13 well known that the per capita ^.onsumpt^on 
of cloth has decreased from 1 7 to 10 yards and this 
too 13 not available in the countryside India is 
now pae iDg through a strike wave and on the 
ba«js of monthly production up to August it is 
estimated that production will decline thus 

Colton cloth Not less than 600 million yards 

Cotton yarn 200 million lbs 

"While the Sccialwts suggest a policy of ceiling 
on profits profit sharing, living wage, share of 
woikers 111 manageiaent quick settlement of 
dispute* one has to say that it is better for us lo 
start with the minimum without ‘mu"h ado about 
nothing We must beware of ideologies and evolve 
a plau to repair India s battered economy It has 



[ VI ] 

to be Viewed from a realistic po nt of view The 
Hoa’ble Mr Bbabha did well in emphasizing the 
need for a realistic approach to oar eoononiie 
problems While the capitalists should consider 
themselves as the trustees of the people’s wealth, 
labour also should not indulge in unavoidable strikes 
It is, of course true that workers do not strike for 
pleasure Indeed, the cost of living has gone so 
high that one does not know what to do with one’s 
meagre income One may, therefore, refer to the 
need for mmimutn wage As Shri Gulzanlal Nanda 
once obseived ‘This is a critiial per od in the 
h story of the country To dislocate the productive 
organization of the country in these days is really 
to strike a direct blow at the life of the nation ” 

Minimum Wages In Textiles 

Bat we must understand the latton d eire of 
strikes The root cause of labour unrest is the 
failure of the Government to evolve a definite policy 
a ming at stabilization of prices at a level which 
maintains employment at the highest level and 
stabilizes the cost of living mdez Here one maj 
refer to the need for raising the real wages of the 
workers Fixation of rnimmum basic wages m the 
cotton textile industry has been an important feature 
ol the labour policy of ihe Provmcul Goveinmeuts 
The Industrial Court in Bombaj fixed Es 30 per 
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montt as basic miniiaum wage for an unskilled 
worker while in ita jras it has been fixed at Es 26 
for a month of 26 working days It may be 
mentioned that in a province like !Madras, the basic 
wage of neatly half the number of workers does 
not exceed annas eight per day and these are 
perhaps the lowest in the textile industry of the 
coun ry Eeally speaking, we should secure a 
living wage to the workers and narrow down the 
regional wage differences It is also desirable that 
wag“3 should be fixed m accordance with the needs 
of the workers For example, if he has more 
children, a separate allowance should be given 
beeauoe children are national assets 'We have, 
ot course, to consider tbe upgrading influence on 
the entire wage «traetura of the different textile 
amts m the country This will no donbt add to 
the wage bill of the country The Bombay 
Industrial Court ob'erved that a basic wage of 
Es 30 ‘is essential for giving the bare necessities 
of life , but this means that the millowners will 
have to spend two orores more on the wage bill 
Ultimately, the inoidence falls on the poor con®amer 
who has to pay higher prices It is really a pity 
We have not yet b°en able to realize the neck to neck 
race between wages and prices Indeed, we have 
to stabilize the prices and reduce the cost ot 
living "We have also to maintain a balance between 
the various sectors of our economic life, viz, 
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oonsTimers, industnahata, and workers The need 
for a complete and correct account fixation of prices 
may also be emphasized 

The Problem of Cloth Prices 
The recent conference of the representatives of 
provinces and States held in Delhi reviewed the 
cloth situatioQ in the country and consider d 
methods of stepping up of production and standardi- 
zation of products Now that controls will continue 
at least for some time, we should try to see that the 
common man is helped. It is stated that the price 
of coarse cloth will go up by three annas in the 
rupee while the prices of fine cloth will go up only 
by a half Somehow or other one feels that, even 
after several years of experience, the Grovemment 
have not yet been able to evolve a correct policy 
Textile control, it is said, is still largely a control by 
millowners in their own interests Indeed the 
millowners should be satisfied with the profits they 
have already made during war-tirae and should not 
sabotage efforts in the direction of cheapening cloth 
and increasing production. While we may put lack 
of machinery, difficulty of replacements, labour 
unrest and lack of skilled personnel as bandy 
excuses, still one has to refer to the fact that mills' 
consumption of cotton increased by 29 per cent , 
labour increased by 22 per cent , while production 
increased only by 9 per cent They have not taken 



kiadly to the threeshift system -whioh they say is 
unworkable 

A Plea For A Correct Policy 

The Government can no longer follow a laissez- 
faire policy "While the Tariff Board observed that 
no proteotion need be given to the cotton textile 
industry, the Government replaced protective by 
revenue duties Similarly, the organization of the 
cotton textile control req^uires a thorough study 
The earnings of the quota-holders, it is said, go up 
to Its 10 crores and one really wonders why we 
should allow middle-men The present writer would 
wish te say that while justiee is to be done to the 
various interests including the millowners, we 
should give up the unsoientific method of dealing 
with controls, which may sometimes be “irrational 
and haphazard ’ 

After all, we cannot kill the goose that lays the 
golden eggs The cry for the nationalization of the 
cotton textile industry is gathering volume even 
though the present writer feels that, before the 
Government decides on this issue, an opportunity 
should be given to the millowners to show that they 
are also interested m the economic development of 
the country More than ever before, there is great 
need for having a reasonable accord between 
production, wages and pnoes This will not be 
difficult provided the Govetument acts with the 
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necessary vigour and the millowners show the 
necessary spirit of co-operation We cannot blame 
any one party for tb© present olotb nloddle But 
after all, it is a cent per cent national industry and 
With the implementing of the various plans for the 
economic development of India, there will bo more 
demand for cloth Under these oireurastances let 
the transition problems of this industry be considered 
in a careful and sympathetic manner and let us also 
remember that, in the post-war period, there will be 
keen competition from foreign countries To sum up, 

(1) We should orgauizo the cotton textile 
industry on the methods of high oominer<je and 
emulate the example of other c untries like Japan 

(2) There should be constant research into 
various problem connected with the industry 

(3) We should consider the ratson d etre of 
labour uurest, and the problem of minimum wage 
legislation 

(4) W© should check the neck tc-neak race 
between wages and prices 

(o) The problem of cloth prices has to be con- 
sidered 10 its proper perspective 

(6) Finally a plea is made for oo-operation 
between various interests so that the common mau 
cau he helped. 



